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MAJOR ELECTRICITY 
USERS' GROUP 

21 September 2007  

Mr Gerry Brownlee 
Chair, Commerce Committee 
Parliament 
 
c/- Clerk to the Committee  
By email to steven.mitchell@parliament.govt.nz  

Dear Mr Brownlee 

Submission on the Electricity (Disconnection and Low Fixed Charges) Amendment Bill 

1. This is a submission by the Major Electricity Users’ Group (MEUG) recommending that the 
Electricity (Disconnection and Low Fixed Charges) Amendment Bill (the “Bill”) should not 
proceed as there is no evidence passage of the Bill will improve the overall economic 
welfare of consumers.   

2. A list of the members of MEUG and mission statement of the group is set out in the 
appendix.  MEUG members have been consulted in the preparation of this submission.  
Some MEUG members may also be making separate submissions. 

Section 4 of the Bill amending the definition of low fixed tariff options 

3. This provision makes an adjustment to the existing low fixed tariff policy that: 

a) Allows those households using less than half the average annual household demand 
for electricity to pay below cost for fixed costs used to supply their premises; and 

b) The subsidy to be paid for by the remaining half of households who use above the 
average annual demand. 

4. MEUG recommend the debate on this portion of the Bill should be widened and the Minister 
should be asked to explain what evidence he has that the existing low fixed charge 
provisions in the Act have benefited New Zealand as a whole.  In particular: 

a) What evidence is there that there has been a material change in household 
behaviour to reduce demand in order to access the prescribed low fixed tariffs 
compared to consumer behaviour before that policy was legislated for? and 

b) What evidence is there that the measurable benefits in paragraph 4 a) above have 
been greater than the cost of: 

i) Retailers and lines companies having to adjust their tariff structures to price 
services consistent with the low fixed tariff policy rather based on efficient 
recovery of costs (eg sunk fixed costs recovered through fixed charges); and 
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ii) The regulatory overheads of monitoring compliance with the low fixed tariff 
requirement.  

5. MEUG doubt there is any robust research evidence analysing the net effect of the existing 
provisions.  If there isn’t any evidence the current regime is working then the Committee 
should not presume fine tuning to the existing policy as proposed in the Bill will make any 
difference either.   

6. The following illustrates how the existing low fixed tariff arrangements lack any precision 
and therefore it is legitimate to ask “how effective is the current regime?”  Households are 
given no pricing signal to conserve power during peak times or the winter when the cost of 
producing power is highest.  That means a household might believe that by conserving in 
the summer they can offset that by using more in the winter or by not being at home all day 
they can use a lot of power between 5pm and 7pm every night.  A better use of government 
resources to ensure consumers get better pricing signals of when to conserve power would 
be to investigate and remove any barriers to smart metering. 

Section 5 of the Bill introducing the ability of the Minister to make regulations 
controlling terms and conditions that retailers supply domestic consumers 

7. MEUG suggest there is no need for this regulating making power because there is no 
evidence that the majority of retailers do not already have in place good practices and are 
compliant with the voluntary guidelines established by the Electricity Commission.  The 
death of Mrs Muliaga on 29 May 2007 has probably provided an incentive on any retailers 
that were not following the guidelines to now do so.  Furthermore the guidelines themselves 
have been strengthened and the important role of social welfare and health board agencies 
in protecting vulnerable consumers has become more evident.  The Coroners Inquiry 
planned for November might have some interesting results.  Given the already strong public 
reputation driver on retailers to improve their processes, it’s unclear what additional 
incentive these regulatory backstop provisions will provide to justify the cost of having them 
“just in case.”  If the regulatory provisions are exercised then the increased compliance 
costs will need to be recovered from domestic consumers including vulnerable consumers. 

8. MEUG is particularly concerned with section 5(3) of the Bill that would allow the Minister to 
gazette regulations that would prescribe the terms and conditions that retailers must sell 
electricity services (either or both line and energy related) to domestic consumers.  In effect 
the Bill will allow the Minister through regulation to control electricity retailers selling to 
households.  This is already governed by the Commerce Act and MEUG suggest it should 
remain subject to that Act.   

9. There is also a question of whether it is efficient to allow the Minister to prescribe backstop 
regulations “just in case” when all the factors and options to be considered when the 
Minister is considering the option to exercise the regulating making powers are not known.  
Regulations drafted at the time of a need are likely to be a better solution than having a 
generic back-stop provision as this Bill proposes. 

Concluding comments 

10. MEUG recommend the Commerce Committee report back to the Committee of the whole 
House that this Bill should not proceed.  MEUG do not wish to appear before the 
Committee.   

Yours sincerely 

 
Ralph Matthes 
Executive Director  
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Appendix: List of MEUG members and Mission Statement  

There are 20 member companies in MEUG plus two industry group members [ ]: 

MEUG member1 Load 
GWh/y  

Gen. 
GWh/y 

Net 
GWh/y 

Peak  

Anzco Foods Ltd 41 - 41  www.cmp.co.nz  
Auckland International Airport Ltd 23 - 23 13 MVA www.auckland-airport.co.nz  
Business NZ * n.a. n.a. n.a.  www.businessnz.org.nz  
Carter Holt Harvey Limited 1,105 260 845 130 MW www.chh.co.nz  
Dongwha Patinna NZ Ltd 58 - 58 9 MW www.patinna.com  
Fletcher Building Limited 454 - 454  www.fletcherbuilding.com  
Heinz Wattie’s Ltd 56 - 56  www.watties.co.nz  
Holcim (New Zealand) Ltd 70 - 70  www.holcim.com/nz  
Lion Breweries 23 - 23 6.5 MW www.lion-nathan.co.nz  
Methanex New Zealand Ltd 18 - 18  www.methanex.com  
New Zealand Steel Ltd 1,045 600 445 106 MW www.nzsteel.co.nz  
Norske Skog 1,300 230 1,070 170 MW www.norske-skog.com  
Oceana Gold Ltd 152 - 152 16.5 MW www.oceanagold.com  
Pan Pac Forest Products Ltd 550 66 550 78 MW www.panpac.co.nz  
Ravensdown Fertiliser Co-op 28 22 6  www.ravensdown.co.nz  
Rio Tinto Ltd 5,000 - 5,000 580 MW www.comalco.com  
Solid Energy New Zealand Ltd 29 - 29  www.coalnz.com  
Tegel Foods Ltd 56 - 56  www.tegel.co.nz  
Telecom New Zealand Ltd 190 - 190  www.telecom.co.nz  
The New Zealand Refining Co. Ltd 235 - 235  www.nzrc.co.nz  
Winstone Pulp International Ltd 330 - 330 48 MW www.wpi-international.co.nz  
Wood Processors Assoc of NZ * n.a. n.a. n.a.  www.wpa.org.nz  
 10,763 1,178 9,585   

NZ total demand2 36,898     
MEUG as percentage of total3 29%     

 

The Mission Statement for MEUG is: 

“The members of the Major Electricity Users’ Group are committed to ensuring the continuing 
availability of electricity services, at the lowest cost to the economy as a whole, consistent with 
sustainable development. Within this framework, the Group seeks to ensure competitive electricity 
prices and security of supply to the members of MEUG.”  

The 2007/08 external strategic objectives for MEUG are: 

1) Improve competition; 

2) Environmental policies that support the primary goal of economic growth; 

3) Security of supply arrangements do not distort the market; 

4) Most cost efficient transmission; and 

5) Most cost efficient distribution. 

 

                                                            
1 Load, generation and peak load data may not be up to date because of changes in operations by individual companies 
since last surveyed by MEUG. 
2 Refer Ministry of Economic Development, Energy Data File, January 2006, p139, demand for year ended 30 March 2005  
3 Excluding demand by non-MEUG members of Business NZ and Wood Processors Association 


